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Secretary of Defense Cohen submitted Actions to Accelerate the Movement to the
New Workforce Vision to Congress in April 1998 to identify the actions to imple-
ment a “real revolution in busincss affairs.”’ He documented five initiatives to
develop capabilities in the Department of Defense (DoD) to respond to the dy-
namic and unpredictable military challenges faced today. The second initiative,

Restructure Sustainment, identified the following five necessary actions:

Reengineer the product support process to use best commercial practices
Competitively source product support

Modermize through spares

Establish program manager oversight of life-cycle support (PMOLCS)
5. Greatly expand Prime Vendor and Virtual Prime Vendor arrangements.
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Two teams worked the five actions. The Product Support Reengineering Imple-
mentation Team (PSRIT) developed the strategics to implement actions one, two,
three, and five. The PMOLCS Study Group studied action four. The PSRIT out-
put—action plans to establish a new product support environment—sets the stage
for the PMOLCS Study Group to redefine a program manager’s role through a
system’s life cycle.

Both teams referenced the operational concept of focused logistics in Joint Vision
2010 as the future framework for logistics opcrations.2 Focused logistics will fuse
information, logistics, and transportation technologies “to provide rapid crisis re-
sponse, to track and shift assets even while en route, and to deliver tailored logis-
tics packages and sustainment directly at the strategic, operational, and tactical
level of operations.”3

The PSRIT, in its report, Product Support for the 21st Century', develops strate-
gies for DoD to transform from a “mass losgistics system o a highly agile, reliable
system that delivers logistics on demand.” The PSRIT, after extensive rescarch
into commercial best practices, recommends changing to a product support ori-
entation by shifting organizations, financial processes, and performance standards
from a focus on parts to a weapon system approach. Product managers are critical
to the successful realignment toward a product support orientation.

tus. Department of Defense, Secretary of Defense, Actions to Accelerate the Movement to
the New Workforce Vision, | April 1998.

2ys. Department of Defense, The Joint Staff, Joint Vision 2010, Focused Logistics—A Joint
Logistics Roadmap, 1996.

3 Ibid., p. 24.

* U.S. Department of Defense, Product Support Reengineering Implementation Team,
Product Support for the 21st Century, July 1999.

S Ibid., p. v.
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The commercial sector offers many examples of successful product management.
Product managers inlegrate information across marketing, manufacturing, and lo-
gistics functional structures to coordinate workflow to align with product-oriented
strategic requircments. They also use the cross-functional information to plan
their market strategy to exploit new markets successfully.

For example, the Procter and Gamble Company created the brand manager in the
early 20th century to provide a point of contact to address product management
issues. More recently, Procter and Gamble extended the product manager concepl
to the logistics functions under a product supply manager. Purchasing, engineer-
ing, and manufacturing responsibilities reside under a single authority who reports
directly to the product brand manager. This change pushed the decision-making
closer to operations to provide quicker market entry and quicker respons¢ to mar-

ket threats.

Because of the product manager model’s success in industry, the Department will
test a similar role for its program managers. Program managers will have in-
creased visibility of operating and support COsts and be able to optimize the effec-
tiveness of their weapon systems. The new role for the program manager will
influence responsive, flexible, accurate, and cost-effective focused logistics op-
erations into the 21st century.

This report documents the PMOLCS Study Group's results and prescnts a con-
struct to anticipate changes in policy to promote the program manager as a critical
component of the 21st century product support environment.
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Executive Summary

t; n91’)( ~ N theMnf'

14qv) UL v Lval 1

(FY) 1998 directed that the Secretary of Defense submit to Congress an imple-
mentation plan to streamline the Department’s acquisition organizations,
workforce, and infrastructure. In his report, the Secretary committed to conduct
several studies with the goal of adopling best commercial practices in
reengineering the Department’s product support processes.
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On 28 August 1998, the Under Sccretary of Defensc (Acquisition and Technol-
ogy), established and chartcred a Program Manager Oversight of Life-Cycle Sup-
port (PMOLCS) Study Group. The charter required the study group to determine
if governing policies are adequate for program cxecutive officers and program
managers (PMs) to control operations and support costs and reduce total owner-
ship cost (TOC). The study group met in plenary and core group scssions from
Scptember 1998 to August 1999. This document reports the cffort of the study
group to establish PM oversight of life-cycle support.

A NEED FOR CHANGE

A substantive change in the role of PMs in the life cyclc of systems requires a
long-term, sustained effort. Substantive changes mean redelining the roles of
multiple, powerful communities within and external to the Department of Defense
that are defined by custom, law, and organizational structures developed over
decades. This challenge of making substantive changes impedes the implementa-
tion of increased PM oversight of life-cycle support.

However, because of the expected advantages of having a product focus on sys-
tem life-cycle management, the Department is pursuing a change in the role of
PMs. As with any challenging task, the initial steps are very important. The first
PMOLCS slcps are to test new ideas, measure the results, develop appropriate
new policy, and change the culture. The vehicle for the tests is a set of 30 pilot
programs that the Military Departments identified during the study group’s work.
Because of the need to identify initial steps that are achievable, the study group
developed two products and three rccommendations.

PMOLCS STtuDY GROUP PRODUCTS

The first product is a rcport known as the “Section 816(a) Rcport.” This report
designates 10 pilot programs (from a total of 30 Scction 912[c] pilots) for report-
ing to Congress. The Section 816(a) Report also outlines the following four



thrusts (that are the bases for the three recommendations) that the Department is
pursuing to improve PM oversight:

e Increase the Department’s visibility of product support costs and PMs’
visibility and appropriate control of product support functions and funding
during the life of systems

¢ Implement formal commitments for product support through agreements
among the warfighters, program managers, and government support ac-
tivities or through competitive awards with private-sector organizations

¢ Examine ways to improve the funding stability of programs to realize the
benefits of public and private long-term capital investments

¢ Manage the cultural change in the public and private sectors effectively to
improve management of product life-cycle support.

The second product is 2 memorandum that provides for testing of new ideas for
PM ove,rsight.1 The memorandum requests that the Military Departments provide
implementation plans for each of the 30 pilot programs (including the 10 pilots
included in the Section 816[a] Report). Each implementation plan is to address
appropriatc management actions, costs, and recommendations for changes to poli-
cies, regulations, organizations, and statutes. The Military Departments will sub-
mit their PMOLCS implecmentation plans to the Reduction in Total Ownership
Cost Working Group as directed by the Under Secretary of Defense (Acquisition
and Technology).

PMOLCS STUDY GROUP RECOMMENDATIONS

Early in the study, participants identified the need to recommend that the TOC of
new weapon systems be a critical parameter. Thus, the study group developed the
following recommendation:

Recommendation 1. The community of acquirers, warfighters, and
supporters should agree on a system TOC that is a critical parameler
in the system operational requirements document.

At the same time, the Requircments Generation and Acquisition Study Group de-
veloped this recommendation in its report. Therefore, the PMOLCS Study Group
affirms the recommendation but does not address it further.

A “PMOLCS construct” provides a basis for the second recommendation. The
construct is a conceptual framework that describes the current product support
environment as a baseline for comparison with desired features in a “to be”

! Gary Christle, Acting Director, Acquisition Program Integration, Memorandum to the Serv-
ice Acquisition Executives, Subject: Request for Pilot Program Implementation Plans for Pro-
gram Manager Oversight of Life-Cycle Support (Section 912[c]), 12 February 1999.

vi



Executive Summary

support environment. In the “to be” environment, program managers, warfighters,
and the support community (public and private sources) work together to acquire,
use, and support military capabilities.

Recommendation 2. The Military Departments will, as appropriate,
test the concepts and implied policies, practices, and procedures of the
PMOLCS construct in various combinations in their Section 912(c)
pilot programs. The Military Departments will report and assess re-
sults of the pilot program tests by 1 January 2002.

Recommendation 2 parallels the timing of the Product Support Reengineering
Implementation Team’s (PSRIT’s) Phase II, Implement Pilot Integrated Supply
Chains. A timeline for continuing to refine and implement the PMOLCS construct
is the basis for the third recommendation (Figure ES-1).

Figure ES-1. PMOLCS Timeline
1998 1999 2000 2001 2002 2003 2004 2005
Section 912(¢) Report iy April 1998

PMOLCS Study Group A
chartered ‘ ugust 1998

Section 816(a) Report ‘ February 1999

PMOLCS Report A September 1999

30 implementation plans A\ October 1999

PSRIT Phase | ey 2000

Pilot program tests 4 October 2001

Assessment of results A January 2002

PSRIT Phase Il -t 2002

PSRIT Phase Il # 2005

Policy recommendatians
and cultural change Ongoing

A

Note: The three PSRIT phases are |, establish the new product support environment; 11, implement pilat
integrated supply chains; and !, implement full-scale integrated supply chains.

Recommendation 3. The chairperson of the Reduction in Total Owner-
ship Cost Working Group will monitor the Military Departments’ tesls.
As appropriate, the chairperson will review results, develop legislative
proposals and policies, and ensure cultural changes o implement pro-
gram manager oversight of life-cycle support.
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THE 912(C) REPORT

Section 912(c) of the National Defensc Authorization Act for Fiscal Year

(FY) 1998 directed that thc Sccretary of Defense submit to Congress an imple-
mentation plan to strcamline the Department’s acquisition organizations,
workforce, and infrastructure. In his report, the Secretary committed to conduct
several studies with the view towards adopting best commercial practices in
reengincering the Department’s product support processes.l

Onc of the studies was to establish Program Manager Oversight of Life-Cycle

Support (PMOLCS). In his rcport, the Secretary stated:
In today’s environment, most program executive officers (PEOs) and pro-
gram managers (PMs) have direct responsibility and control of funding for
development and fielding weapons systems and equipment. Oncc the system
or equipment is ficlded, the PM retains overall responsibility for the system
or equipment, but loses control of significant portions of the funding required
for support.

This practice results in much higher life-cycle costs than should be the case
because the PEO and PM have no incentive to take action, during develop-
ment or modification of the systems, to design into the equipment [eatures
that will improve the reliability, availability and maintainability of the fielded
system; and it divides the responsibility important to incentivize proper
tradeoffs during development, acquisition and modification and to contro}
total ownership cost. Funding control improves program stability and allows
PMs to optimize the effectiveness of and support for their weapon system.

The Secretary stated” further that he would direct each Military Department to
designate at least 10 significant’® programs for which the PMs would be made re-
sponsible for ensuring that product support functions are carried out properly
during their life cycles. In response, each Military Department providcd a list of
10 pilot programs and an outline of the management actions for their PMs to
achieve appropriatc oversight. Appendix B lists each Military Dcpartment’s

10 programs and the planned management actions for PMs to achieve appropriate
oversight.

' U.S. Department of Defensc, Sccretary of Defense, Actions to Accelerate the Movement to the
New Workforce Vision, 1 April 1998.

2 Ibid. (Paragraph 2.4 addresses an initiative to establish PMOLCS.)
¥ Programs that have large operations and support cost during their life cycles.
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On 28 August 1998, the Under Secretary of Defensc (Acquisition and Technol-
ogy), USD(A&T), cstablished a study group and charter for PMOLCS.* The study
group was directed to determine if policy changes are necded for PMs to ensure
product support functions are properly carried out throughout the life cycle.

The study group was guided by, but not limited to, the following objectives:

& Identify product support functions for a weapon system or equipment, the
organizations responsible for the costs of the support functions, and policy
documents that authorize the control.

& Dclermine support functions appropriate for PMs to control to reduce
life-cycle costs.

& Determine changes needed to the policy documents, procedures, or prac-
tices that will cnable PMs to control the costs of support functions.

THE SECTION 816(A) REPORT

Pilot Programs

In a separate but related matter, Section 816(a) of the National Defense Authori-
zation Act for FY 1999 states, “The Secretary of Defense, acting through the Sec-
retaries of the Military Departments, shall designate 10 acquisition programs of
the Military Departments as pilot programs on program manager responsibility for
product support.” In response to Section 816(a), the USD(A&T) selected 10 pilot
programs from the set of 30 Section 912(c) programs for reporting to Congress.

In addition to this Section 912(c) Report, the study group prepared the Scc-
tion 816(a) Report (Appendix D).

The Section 816(a) Report describes 10 pilot programs for reporting to Congress.
However, all 30 programs will be Section 912(c) pilots for testing and monitoring
PM oversight of lifc-cycle support in the Department. The requirement for
PMOLCS implementation plans to test oversight is discussed in the following
sections.

* The charter is included as Appendix A. Study group members are listed in Appendix C.
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and ORD requircments. 1'his guide provides standard Cost element structures and
definitions for support functions for generic systems and for specific types of
weapon systems, including aircraft, ships, missiles, combat vehicles, and elec-
tronic systems. By primarily relying on the CAIG’s cost clement structure as a
means for identifying and defining product support functions, the PMOLCS Study
Group included all cost areas routinely accepted as necessary for achieving a
comprehensive and complete O&S cost estimalc.

SUPPORT FUNCTIONS APPROPRIATE FOR
PM CONTROL

The seven CAIG cost elements—mission personnel, unit-level consumption, in-
termediate maintenance, depot maintenance, contraclor support, sustaining sup-
port, and indirect support—satisfy a need for a systematic approach to provide
PM cost visibility of support functions. The rationale for PM visibility or control
in each cost element is addressed.

Mission personnel. Operational commanders must have the flexibility to employ
mission personnel as they see fit to accomplish their missions. However, as mis-
sion personnel represents the largest cost element for many weapon systems, PMs

2 U.S. Department of Dcfense, Product Support Reengincering Implementation Team,
Product Support for the 215t Century, July 1999.
? U.S. Department of Defense, Mandatory Procedures for Major Defense Acquisition Programs

and Major Automated Information System (MAIS) Acquisition Programs, DoD Regulation 5000.2,
15 March 1996, Appendix II.
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